Standard .04B(2) — Identification of Bed Need and Addition of Beds.

Only medical/surgical/gynecological/addictions (‘MSGA”) beds and pediatric
beds identified as needed and/or currently licensed shall be developed at
acute care general hospitals.

(a) Minimum and maximum need for MSGA and pediatric beds are

determined using the need projection methodologies in Regulation .05 of this
Chapter.

(b) Projected need for trauma unit, intensive care unit, critical care

unit, progressive care unit, and care for AIDS patients is included in the
MSGA need projection.

(¢) Additional MSGA or pediatric beds may be developed or put into
operation only if:

(i) The propoesed additional beds will not cause the total bed
capacity of the hospital to exceed the most recent annual calculation of

licensed bed capacity for the hospital made pursuant to Health-General §19-
307.2; or

(ii) The proposed additional beds do not exceed the minimum
jurisdictional bed need projection adopted by the Commission and calculated
using the bed need projection methodology in Regulation .05 of this Chapter.

(iii) The proposed additional beds exceed the minimum
jurisdictional bed need projection but do not exceed the maximum
jurisdictional bed need projection adopted by the Commission and calculated
using the bed need projection methodology in Regulation .05 of this Chapter
and the applicant can demonstrate need at the applicant hospital for bed
capacity that exceeds the minimum jurisdictional bed need projection; or

(iv) The number of proposed additional MSGA or pediatric
beds may be derived through application of the projection methodology,
assumptions, and targets contained in Regulation .05 of this Chapter, as
applied to the service area of the hospital.

The proposed 93-bed hospital includes 54 new beds (36 MSGA, 12 obstetric and six
psychiatric beds) and 39 licensed MSGA beds that will be relocated from Holy Cross Hospital in
Silver Spring to the new hospital in Germantown. Of the 39 beds being relocated, physical space

exists for only ten of those beds at Holy Cross Hospital. The consistency of this application with



the MSGA bed need projection standard is discussed below.

The State Health Plan bed need projections for Montgomery County for 2016 range from
a minimum gross need forecast of 1,007 MSGA beds to a maximum gross need forecast of 1,289
MSGA beds. As of July 1, 2009, there are 1,094 licensed MSGA beds in Montgomery County.
Hence, net MSGA bed need for Montgomery County in 2016 ranges from -87 to 195 beds.

Approval of this application will result in the addition of 36 new MSGA beds in
Montgomery County and increase the number of MSGA beds to 1,130. While this is 123 beds
above the minimum MSGA bed need projection for 2016 (1,007), it is 159 beds below the
maximum MSGA bed need projection (1,289).

As related below, Holy Cross used two approaches to demonstrate need for 36 additional
MSGA beds in its ESA. Under the first approach, Holy Cross demonstrated need by
“application of the projection methodology, assumptions and targets in Regulation .05 of the
[Acute Care] Chapter ... to the service area of the hospital” pursuant to Standard .04B(2){(c)(iv).
Under the second approach, Holy Cross demonstrated “need at the applicant hospital for bed
capacity that exceeds the minimum jurisdictional bed need projection™ pursuant to Standard
L04B(2){(c)(ii).

Bed Need Methodology #1

To demonstrate the need for 36 additional MSGA beds in the new hospital’s ESA under
Standard .04B(2)(c)(iv), Holy Cross applied the methodology used by the Commission to
calculate jurisdictional bed need to the new hospital’s ESA in ten years.' As shown in Exhibit 1,
this methodology projects need for a minimum of 60 and a maximum of 117 additional MSGA

beds to serve the Germantown ESA in 2018, based on the following variables and methodology:

! Holy Cross used 2018 as the target year because the Acute Care Chapter methodology uses a target year
that is ten years after the base year. COMAR 10.24.10,05A. Because the base year used in this analysis
is 2008, a target year is 2018.



o 1998- 2008 population for ages 15-64 and 65+ based on the 1990 census, the 2000 census
and the 2009 Claritas population estimates.

e 1998-2008 discharge and days for MSGA patients discharged from Maryland hospitals
grouped by ages 15-64 and 65+

o Use rates and ALOS by age cohort and year calculated from the population, discharge
and day data

o Annual change for use rate and ALOS calculated from the use rate and ALOS figures

s Average annual change for previous five years (sum of annual change divided by five) of
use rates and ALOS

e Average annual change for previous ten years (sum of annual change divided by ten) of
use rates and ALOS

o Low use rate and ALOS for each age cohort was calculated using the lower of the two

results (5 years vs. 10 years) as the growth rate for ten years (difference between year
2008 and 2018) beginning with the 2008 use rate and ALOS

e High use rate and ALOS for each age cohort was calculated using the higher of the two
results (5 years vs. 10 years) as the growth rate for ten years (difference between year
2008 and 2018) beginning with the 2008 use rate and ALOS

o High and low use rates and ALOS were multiplied by 2018 estimated population
{extrapolated based on growth projections between 2009 and 2014) to calculate a low and
high number of days for the area)

e Average daily census was determined by dividing patient days by 365

o Bed need was determined by dividing average daily census by .75 (assuming 75 percent
occupancy)

As related in Exhibit 1, ESA residents are projected to need a minimum of 60 additional
MSGA beds in 2018. This minimum projection, of course, is significantly greater than the 36
new MSGA beds that Holy Cross proposes to implement at the new hospital in Germantown,

In the original application, Holy Cross allocated some of the need for additional MSGA
beds to serve ESA residents to Shady Grove Adventist Hospital (“SGAH”), based on the number

of patient days that would be experienced in the 215 MSGA beds awarded to SGAH in the



Commission’s 2005 decision (62,736/365/.8 = 214.85). See, In the Matter of Shady Grove
Adventist Hospital, Docket No. 04-15-2138 (January 21, 2005). However, MSGA patient days
at SGAH in FYO09 (64,953) exceed the number of MSGA patient days reserved pursuant to the
Commission’s 2005 decision (62,736). Hence, none of the need identified in Exhibit 1 has been

reserved for SGATL

Bed Need Methodology #2

In assessing need for MSGA beds in the new hospital’s ESA under Standard
L04B(2)(C)(iii), Holy Cross multiplied the FY09 hospital discharge use rate for patients residing
in the new hospital’s ESA from all Maryland hospitals by the population growth projected for
the ESA between 2009 and 2018.> As shown in Table 2 below, this methodology demonstrates
that, in 2018, the average daily census of inpatients from the ESA age 15 and older receiving
inpatient MSGA care is projected to be 74.4 patients greater than the number of ESA residents
receiving inpatient care in FY09 (296.5-222.1=74.4). Assuming 75% occupancy, based on the
Acute Care Chapter assumption that MSGA occupancy at a hospital with between 50 and 99
MSGA beds should be 75%, 99 additional MSGA beds will be needed to serve the 74 additional

patients per day from the new hospital’s ESA needing inpatient care in 2018.

? The use rate in this analysis only includes admissions to Maryland hospitais. Qutmigration to
Washington, D.C. and immigration to the new hospital’s proposed ESA are excluded.
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In assessing need under Standard .04B(2)(C)(iii), Holy Cross also multiplied the FY09
hospital discharge use rate for patients residing in the ESA for the five acute care hospitals in
Montgomery County by the population growth projected for the ESA between 2009 and 2018.
As shown in Table 3 below, this methodology demonstrates that, in 2018, the average daily
census of inpatients from the ESA age 15 and older receiving inpatient MSGA care at a
Montgomery County hospital is projected to be 68 patients greater than the number of ESA
residents receiving inpatient care in FY09 (264.7-196.7=68.0). Assuming 75% occupancy, 91
additional MSGA beds will be needed to serve the 68 additional patients per day of the new
hospital’s ESA needing inpatient care in 2018 (68/.75 = 90.6).

In sum, whether based on all Maryland hospitals or just the five hospitals in Montgomery

County, the impact of population growth in the ESA demonstrates need for far more additional

MSGA beds than the 36 requested in this application.
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